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members surned down an amendment to HR 6659 offered 

by Senator Bush of Connecticut which would have substituted a new interest rate 
formula, as advocated by the Administration, with the result of an increase of 
interest charges from the present 2-7/8 percent to 3-1/2 percent effective on 
all college loans for which applications were filed after May 10, 1957. 

The higher interest rate formula had been adopted on May 9 in the House 
version of the bill, however, and the issue will receive a crucial test when 
conferees from the House and Senate meet soon for the purpose of ironing out 
differences, and writing a compromise bill acceptable to both bodies. Study of 
the record shows that members of the House have shown a firmness in favor of 
the higher interest rate that is comparable to the firmness of the Senate in 
opposing it. 

While the House conferees have not been officially announced, by usual 
rule the top four Democrats (majority party) and the top three Republicans 
from the Banking and Currency Committee are named. It may reasonably be assumed, 


therefore, that the House conferees upon whom the fate of the College Housing 
interest rate depends will be: 


Brent Spence, Kentucky Henry 0. Talle, Iowa 
Paul Brown, Georgia Clarence E. Kilburn, New York 
Wright Patman, Texas Gordon L. McDonough, California 


Albert Rains, Alabama 


The nine Senators from the Banking and Currency Committee who will meet 
with the House conferees have been named as follows: 


F. W. Fulbright, Arkansas Homer E. Capehart, Indiana 
John J. Sparkman, Alabama John W. Bricker, Ohio 
Paul H. Douglas, Illinois Wallace F. Bennett, Utah 
A. S. Mike Monroney, Oklahoma Prescott Bush, Connecticut 


Joseph S. Clark, Pennsylvania 


The Congressional Record fur May 29, which published the text of the debate 
on College Housing interest rates (pages 7225-7231), indicates that letters from 
college presidents, and the research evidence in the Long-Weimer Study of College 
Housing sponsored by the American Council on Education, played a significant part 
in the Senate's strong stand for the present interest rate formula. 

Senators Morse of Oregon and Holland of Florida each referred on the Senate 
floor to correspondence with college presidents which had strengthened their con- 
viction against raising the College Housing interest rate. 

Senator Fulbright, in opposing the Bush Amendment, said in part: 


Supporters of the College Housing Program College Housing Program 
won a decisive victory May 29 on the floor of the Wins Victory in Senate, 
United States Senate. By a vote of 54 to 16 the Faces Test in Conference 
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The immediate effect of the amendment would be to increase 
the interest rate by five-eighths percent--from 2-7/8 percent to 
3-1/2 percent. I believe that change would kill this necessary 
program. In 1954, the 83d Congress raised the interest rate, and 
the volume of loans dropped drastically. In the following year 
the 84th Congress adopted the present formula, over the admini- 
stration's opposition; and this is the third successive year in 
which the Senate has been asked to approve a higher interest rate. 

Only two arguments are made in support of the amendment. 
First, it is argued that the 2-7/8 percent interest presently 
charged the colleges for these loans is too low, and does not 
equal the price which the Federal Government must pay for long- 
term money. It is said that these college-housing loans run 
for 40 years, and that they should bear the same interest as 
long-term Government bonds. This statement is not true... 

It is immaterial to argue that one Federal dollar costs 
more than another. All Federal dollars are alike. The true 
measure of the cost of Federal money is the average cost of the 
Federal debt... 

There will always be short-term Federal borrowings and 
long-term Federal borrowings. The college-housing loans have no 
significant effect on the amount of either kind of borrowing. 

In fact, if the Federal Government continues to meet its ex- 
penses from current income, then the only Federal borrowing 
required is to refinance outstanding obligations as they come due. 
If colleges pay the average Federal rate, plus one-fourth of l 
percent, the program is entirely self-supporting, and costs the 
taxpayers nothing. 

The second argument made is that the present interest rate 
has stopped all private loans for college housing, and that the 
only way to stimulate private loans in this field is to raise 
the interest rate. This argument cannot be supported. The Housing 
and Home Finance Agency estimated that $4 billion in college-housing 
construction would be required in the period from 1956 to 1965. The 
total remaining Federal fund for college housing is only $92 million. 
If the bill in its present form is passed, it would be $267 million. 
Obviously, private capital must supply the great bulk of funds 
required... 

The American Council on Education sponsored a comprehensive 
study of the financing of college housing at 733 institutions-- 
public and private, large and small. This study showed that during 
the 3 years 1953, 1954, and 1955, the Federal loans to the colleges 
and universities surveyed totaled only $60,195,000, while in the 
same period the total of non-Federal financing of college housing 
was $100,462,000. And in 1955, the last year for which figures 
were obtained, Government loans for college dormitories increased 
over those of the preceding year from $13,803,000 to $19,138,000, 
or 21 percent, while private loans increased from $30,740,000 to 
$38,181,000, or slightly more than 24 percent. This record clearly 
shows that the Federal program has not eliminated the private in- 
vestor from this field. 

The unsupported suggestion that a 3-1/2 percent Federal interest 
rate would make more private funds available is likewise made com- 
pletely unrealistic by the American Council's report. 
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The research group, in July and August 1956, asked 71 municipal 
pond dealers to specify the rate at which they might purchase or bid 
on specific maturities of "best grade” college housing bonds. Their 
replies showed that for tax-exempt bonds of State-supported institutions, 
the median bid would be 4 percent; and that for the non-tax-exempt 
bonds of private institutions, the median bid would be 5 percent. 
There is no reason to suppose that raising the interest rate on 
Federal loans to 3-1/2 percent would result in any increase in funds 
from private investors. . 

Advocates of this amendment try to excuse themselves on grounds 
that the higher interest rate would have very little effect upon room 
rent to students. A judgment on this subject is a very relative 
matter, because $10 means as much to some students as $100 means to 
others. A cost of $25 more rent per year can be a very significant 
factor in the educational budget for the parents of many college stu- 
dents. But I believe that is not the most important aspect of this 
matter. That is not a true measure of the effect of a higher interest 
rate. From the standpoint of the college administrator, this $25 
must be multiplied by the number of students to be so affected; and 
the aggregate increase in interest charges becomes a very important 
consideration for those who must decide whether to go ahead with 
a new dormitory or whether to abandon it. Large numbers of students 
obtain dormitory rooms at prices below the economic rent, and the 
deficit is made up from other funds available to the institution. 
This is a very common situation at many of our colleges. Every 
dollar added to a student's housing cost is a dollar taken away from 
some other educational endeavor. Increased interest rates mean an 
increased drain on scholarship funds and on funds which might other- 
wise be allocated for teachers' salaries and educational buildings. 


The appropriation for the Department of State for Congress Appropriates 
the fiscal year July 1, 1957 to June 30, 1958 has been $20 , 800, 000 for 1956 
passed and signed by the President. As reported earlier Exchange of Persons 


(this Bulletin Vol. VI, Nos. 3, 5, 13, 15, and 18) 
the President requested $30,000,000 for the Exchange of Persons Program; the 
House decreased this to $17,575,000; the Senate raised the figure to $24,000,000; 
the final appropriation agreed upon in the Conference Committee is $20,800,000. 
This amount represents an increase of $800,000 in appropriated funds 
(American dollars) over the $20,000,000 available for the current fiscal year. 
Although it is too soon to know the exact distribution of these funds among the 
various programs, it may be assumed that they will remain at approximately their 
present level through June 1958. Programs which involve contract funds such as 
those for Leaders and Specialists will remain approximately at this level to 
June 30, 1959. 


The American Council's Committee on Relationships Committee Authorizes 
of Higher Education to the Federal Government, meeting Testimony on Scholarships 
on May 25, reaffirmed unanimously the previous action Before House Hearing 


of the Committee in authorizing the officers of the 

Council to use the results of the Survey on Attitudes Toward Federal Scholarships 
(see this Bulletin, Vol. VI, No. 14, May 1, 1957) as the position of the Council 
on this subject. The Committee also reiterated its desire that the Statement of 
Principles recommended by the Committee and approved by a vote of approximately 
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Council Raises Question The American Council, by instruction of the 
On Omission of Teachers Committee on Relationships of Higher Educa- 


invitation to send a witness before a hearing which his Subcommittee will 
schedule late in June in Washington on the general subject of Federal scholar- 
ships for undergraduates. The invitation has been accepted. 

College Housing Report Copies of “Summary of a Research Report on 

In Summary Form 'Is Now Financing of College and University Student 
Available From Council Permanent Housing" are being sent to heads 

of institutional members and secretaries 

of constituent members of the American Council on Education. Additional copies 
From Classification Bill tion to the Federal Government, has expressed 


3 to 1 of the Council membership, be embodied so far as possible in bills which 
may be considered by the Congress, 

The Committee further authorized specifically the presentation of testi- 
mony on behalf of the Council at hearings previously announced for the summer 
and fall by Congressman Carl Elliott, chairman of the House Subcommittee on : 
Special Education. On May 4 the Council received from Congressman Elliott an ee 


are being distributed by the Federation of College and University Business 
Officers to their constituencies. This Summary was prepared by John D. Long, 
Associate Professor, and Dean Arthur M. Weimer of the School of Business of 
Indiana University from their longer report issued earlier this year. The Summary 
was especially prepared to make the general conclusions of the full report avail- 
able to a wide circle of interested persons. Additional copies may be obtained 
without charge upon request to the Council. 


concern with certain provisions of S. 1326, 
legislation upon which the Senate Committee on Post Office and Civil Service 
recently conducted hearings. 

The question about this bill was raised by the Modern Language Association 
of America in a letter to the Council which said in part: "A bill (S.1326) now 
pending in Congress 'To establish a system for the classification and compensa- 
tion of scientific and professional positions in the Federal Government' has 
come to the attention of this Association. This bill in brief classifies as 
professional many positions but seems to exclude education and training from 
this classification. Members of our Association who are in teaching positions 
in government schools are perturbed by the omission of their categories." 

The Council's Acting Chief Executive, Raymond F. Howes, in a letter of 
May 27 to the Senate Committee said the Council has a particular concern that 
this legislation "shall not fail in any way to recognize the essential contribu- 
tion of those who serve the government in the field of education and training. 
It is our conviction that the failure to give appropriate recognition in terms 
of status and compensation to teachers inevitably will result in deterioration 
in the quality of instruction in government, and in addition will detract in 
some measure from current efforts to enhance the attractiveness and prestige 
of the teaching profession in order to meet the critical needs of this nation." 
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